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THE FIGURES AT A GLANCE 
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♦After provision for inventory losses and other contingencies for year ended June 30, 1946 of $50,000. , 

Figures for the five years are shown on a comparable basis. Earnings and Dividends per share for fiscal year ending June 30, 1944, are on new basis after 
giving effect to the reclassification of the then outstanding Common Stock into two shares of $1.00 par value Common Stock for one share of $1.00 par value 
Common Stock and the sale by the Company of an additional 114,000 shares of $1.00 par value Common Stock. 
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I take pleasure in submitting herewith the Annual Report of your Company for 
the fiscal year ended June 30, 1949, together with the consolidated Balance Sheet as at. 
June 30, 1949, and the consolidated Income and Surplus accounts for the year, as 
audited by our Certified Public Accountants. 

For convenient reference, this Annual Report also contains six year comparative 
statements of Income, Balance Sheet items and other highlights given in a summary 
on the opposite page. 

SALES 

The record volume of consolidated net sales for the fiscal year ended June 30, 
1949, was $27,152,000.69 establishing a new all-time high level in your Company’s 
history. This represented an increase of $3,505,699.32 or 14.83 per cent, over the 
sales of $23,646,301.37 for the preceding fiscal year. The consistent sales growth 
was aided by substantial gains in a majority of the previously existing units, as well 
as addition of new stores, thus maintaining a high average volume per store. 

Although there is apparent a definite indication of a lower level in the general 
economy of the country, coupled with consumer resistance to high prices, it is never¬ 
theless anticipated by your management that potential consumer purchasing power 
will continue at satisfactory levels. Aggressive merchandising and efficient management 
is expected to capture a larger share of consumer spending. 

EARNINGS 

The consolidated net income for the year ending June 30, 1949, amounted to 
$1,477,617.52 after provision for Federal Income Taxes of $657,912.87. This com¬ 
pares with $1,311,645.82 for the preceding fiscal year after provision for Federal 
Income Taxes of $626,050.38, showing an increase of $165,971.70 or 12.65 per cent. 
The net income was equivalent to $2.04 per share on the 724,358 shares of common 
stock outstanding as at the close of the fiscal year, as compared with $1.76 per share 
for the previous fiscal year on the 747,158 shares of common stock then outstanding. 

WORKING CAPITAL AND CURRENT RATIOS 

The working capital continued its steady rise to a new high of $5,156,313.17. 
This was achieved despite the fact that a large part of the earnings were used for 
capital outlays and prepayment of mortgages and that $205,122.57 was used to acquire 
as Treasury stock 22,800 shares of the common stock of the Company in the open 
market, at a price lower than the book value of the shares as reflected by our Financial 
Statement. 

Total current assets, including $3,022,019.43 in cash and United States Govern¬ 
ment Securities, were $6,571,530.46 on June 30, 1949, as against current liabilities 
of $1,415,217.29. The ratio of current assets to current liabilities was 4.64 to 1 as 
compared with 4.08 to 1 at the close of the preceding fiscal year. This, too, is an 
unprecedented high. 














The steady growth of the working capital and increase in the ratio of current 
assets to current liabilities during each of the past six fiscal years may be summarized 
as follows: 


Fiscal Year Ending June 30, 1949 
Fiscal Year Ending June 30, 1948. 
Fiscal Year Ending June 30, 1947. 
Fiscal Year Ending June 30, 1946. 
Fiscal Year Ending June 30, 1945. 
Fiscal Year Ending June 30, 1944 


Ratio of Current Assets 
W or king Capital to Current Liabilities 


$5,156,313.00 
. 5,126,891.00 
. 5,022,601.00 
. 4,196,090.00 
. 3,710,150.00 
1,647,756.00 


4.64 to 1 
4.08 to 1 
3.92 to 1 
3.33 to 1 
3.77 to 1 
2.09 to 1 


NET WORTH AND BOOK VALUE 

The net worth of the Company as at June 30, 1949, rose to $7,757,497.38, an 
increase of $768,195.83 over the preceding year’s net worth. This substantial increase 
in net worth reflects the favorable operating results of the fiscal year just ended. The 
net asset or book value of the common stock has exceeded the $10.00 mark for the 
first time in the Company’s history, reaching a figure of $10.71, for each share out¬ 
standing as of June 30, 1949. This compares with a book value of $9.35 for each 
share of common stock outstanding as of June 30, 1948. 
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The net worth or common stock equity and the book value thereof at the close of 
each of the last six years are as follows: 



Total Common 

Book Value per Share 


Stock Equity 

of Common Stock 

Fiscal Year Ending June 30, 1949 

$7,757,497.00 

$10.71 

Fiscal Year Ending June 30, 1948. 

. 6,989,302.00 

9.35 

Fiscal Year Ending June 30, 1947. 

_ 6,039,112.00 

8.30 

Fiscal Year Ending June 30, 1946. 

5,546,173.00 

7.72 

Fiscal Year Ending June 30, 1945. 

_ 4,447,644.00 

6.35 

Fiscal Year Ending June 30, 1944. 

_ 2,768,407.00 

3.95 

INVENTORIES 




Merchandise inventories as at the close of the fiscal year amounted to $2,312,103.08 
compared with $2,268,406.41 as at the close of the preceding fiscal year. This 
increase of less than 2% is relatively small after considering the greater sales volume; 
and the requirements for basic inventories in the additional number of units in the 
chain as at the close of the fiscal year. It can also be stated that the management is 
following a consistent policy in restricting inventories and purchasing commitments 
to the minimum compatible with the requirements of the current volume of sales. 

DIVIDENDS: 

Gish dividends of 70 cents per share were paid out during the past fiscal year 
in the aggregate of $517,705.60, represented by four quarterly payments of 15 cents 
each with an extra of 10 cents paid in January, 1949. The aggregate amount paid per 
share was the same as in the preceding fiscal year. Although the Company’s per share 
earnings increased during the past year, the management continued its consistent policy 
of extreme conservatism in respect to dividends, thereby enabling the utilization of 
retained earnings in the aggressive pursuit of growth objectives. 


GROWTH OF COMPANY 

At the end of the fiscal year the Company had 114 stores in operation. During 
the year, 12 new units were opened and one unit was closed. Since July 1, 1949, your 
Company has opened three additional stores so that it now has 117 stores in operation. 

Our expansion program for the future is relatively small and will be predicated 
upon prudent evaluations of locations and influenced only by prevailing economic con¬ 
ditions on a selective basis. 

This fiscal year marks the end of five full years of operations under public owner¬ 
ship of our stock, and I would like on the occasion of this fifth anniversary to call to 
your attention these significant developments. During this five year period your Com¬ 
pany earned $12,167,710, paid to the Government in taxes $5,807,516, and paid 
$2,391,497, in dividends to the stockholders, representing $3.30 per share. The re¬ 
mainder of $3,968,697, was retained for improvements and expansion of our chain, 
thus increasing the book value of our stock to $10.71 per share from an amount of 
approximately $5.00 per share existing immediately after the public financing. 

GENERAL 


This report would be incomplete without acknowledgment of the important part 
in the success of this Company being played by the capable men and women in the 
Franklin Organization. Our Company is looking forward to the future with great 
optimism. 

Respectfully submitted, by order of the Board of Directors 




President 


September 10, 1949. 



















A SERIES OF VIEWS 
SHOWING TYPICAL 
FRANKLIN UNITS 
THROUGHOUT THE COUNTRY 


thE 


arvr H 






■PWg i- ^aKSl ''iIiWiwvmm 

*9&*ZtZ dim flREff 

■MKll 1 ' 






































^Balance ff’/iw/ at 


STUBS (TIKI'IIRITIIIS 


(CONSOLIDATED) 


ASSETS 

Current Assets: 

Cash on Hand and in Banks. $1,490,336.43 

United States Government Securities... 1,531,683.00 

Notes Receivable — Due Within One 

Year__ 142,500.00 

Will Call Accounts Receivable. 741,027.56 

Other Accounts Receivable: 

Customers’ Charge Accounts.. $ 20,453.90 

Sundry Other Receivables. 300,246.89 

$ 320,700.79 

Less: Reserve for Doubtful 

Accounts _ 7,000.00 313,700.79 

Merchandise Inventories—at the lower 

of Cost or Market. 2,312,103.08 

Merchandise in Transit.... 40,179.60 

Total Current Assets__ 

Other Assets: 

Notes Receivable—Glamor Shops, Inc. $ 190,000.00 

Notes Receivable—Others . 22,500.00 

$ 212,500.00 

Less: Current Installments Shown 

Above__ 142,500.00 $ 70,000.00 

Deposits with Landlords and Public 

Utilities _ 4,468.25 

Fixed Assets: 

Land and Buildings—At Cost...$ 813,341.23 

Less: Reserve for Depreciation of 

Buildings ..... 120,258.19 $ 693,083.04 

Leasehold Improvements, Air Condi¬ 
tioning, Furniture, Fixtures, 

Equipment, etc. —.—... $4,912,786.64 

Less: Reserve for Depreciation and 

Amortization . 1,573,329.30 3,339,457.34 

Deferred Charges: 

Unexpired Insurance_ $ 84,921.17 

Prepaid Rent _ 85,826.65 

Prepaid Expenses- 4,811.96 

Excess in Consolidation : 

Excess of cost of investment in subsi¬ 
diaries over the book value of 
their net assets, at date of acqui¬ 
sition - $ 189,781.60 

Less: Reserve for Amortization. 41,058.29 


$ 6,571,530.46 


74,468.25 


4,032,540.38 


175,559.78 


148,723.31 


$11,002,822.18 


See Notes to Financial Statements which are an integral part hereof. 
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LIABILITIES 

Current Liabilities: 

Accounts Payable—Merchandise ...... $ 

Accounts Payable—Expenses ... 

Notes Payable — Banks — Due Within 

One Year... 

Federal Income and Excess Profits 


Taxes Payable .... $ 700,986.85 

Less: U. S. Treasury Tax Notes. 500,000.00 

Accrued Liabilities: 

Wages, Salaries and Commissions... $ 77,758.60 

Taxes, Other than Federal Taxes 

on Income ..... 121,412.45 

Rents and Other Items.. 164,716.33 

Other Current Liabilities: 

Due to Department Lessees. S 36,845.23 

Deposits and Refunds Due Cus¬ 
tomers - 38,740.22 

Mortgage Installments—Due With¬ 
in One Year__ 4,247.59 

Sundry Other Liabilities _ 3,898.66 

Total Current Liabilities. 


410,251.80 

156,359.56 

200,000.00 

200,986.85 


363,887.38 


83,731.70 

$ 


1,415,217.29 


Long Term Debt: 


Notes Payable—Banks__ $1,500,000.00 

Less: Current Installments Shown 

Above . 200,000.00 $1,300,000.00 

Mortgage Payable-Real Estate_ $ 102,764.63 

Less: Current Installments Shown 

Above - 4,247.59 98,517.04 1,398,517.04 

Reserves: 


Reserve for Unrealized Profit on Will 

Call Balances____ 

Reserve for Contingencies_ 

Capital Stock and Surplus: 

Common Stock—Par Value $1.00 per 
Share: 

Authorized . 1.000,000 Shares 

Issued . 747,158 Shares $ 

Less: Stock Held 

in Treasury .— 22,800 Shares 

Outstanding ... 724,358 Shares 

Capital Surplus __ 

Earned Surplus _ 


$ 281,590.47 

150,000.00 431,590.47 


747,158.00 

22,800.00 

$ 724,358.00 
1,027,769.07 

6,005,370.31 7,757,497.38 

$11,002,822.18 


See Notes to Financial Statements which are an integral part hereof. 
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Net Sales......... 

Cost of Goods Sold, Selling, General 

and Administrative Expenses. 

Operating Profit—Before Depreciation 

and Amortization __ 

Depreciation and Amortization of 
Leasehold Improvements, Build¬ 
ings, Furniture, Fixtures, Equip¬ 
ment and Air Conditioning, etc.... 

Net Operating Profit___ 

Interest and Miscellaneous Income. 

Total Income...... 

Income Deductions: 

Interest .... 

Loss on Sale of Capital Assets 

Bad Debts........ 

Amortization of Premium on Gov¬ 
ernment Securities. 

Total Income Deductions___ 

Net Incorhe—Before Federal Taxes and 

Reserves- 

Federal Income Taxes.. 

Net Income —After Federal Taxes. 

Reserve for Amortization of Excess Cost 

of Investment in Subsidiaries.. 

Net Income Transferred to Surplus. 


1949 

$27,152,000.69 
24,549,131.02 
$ 2,602,869.67 


438,071.39 
$ 2,164,798.28 
108,763.52 
$ 2,273,561.80 

$ 58,754.33 

46,397.81 
25,148.87 

431.16 
S 130,732.17 

$ 2,142,829.63 
657,912.87 
S 1,484,916.76 

7,299.24 
$ 1,477,617.52 


1948 

$23,646,301.37 
21,464,852.74 
$ 2,181,448.63 


332,264.80 
$ 1,849,183.83 
146,999.17 
5 1,996,183.00 

$ 48,623.05 


2,564.51 
$ 51,187.56 

$ 1,944,995.44 
626,050.38 
$ 1,318,945.06 

7,299.24 
$ 1,311,645.82 


See Notes to Financial Statements which are an integral part hereof. 
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EARNED SURPLUS 

Balance—July l, 1948 ........ $5,032,051.91 

Add: Net Income for Fiscal Year Ending 

June 30, 1949 .......... 1,477,617.52 


Adjustments per Revenue Agent’s Examination of 
the Federal Income and Excess Profits Tax Returns 


for the fiscal years ending June 30, 1944, 1945 and 
1946, and other Federal Income Tax Adjustments of 

prior years ........_. 13,406.48 

Total .. $6,523,075.91 

Deduct: Cash Dividends Paid . 517,705.60 

Balance-June 30, 1949 .-...... 56.005,370^31 


CAPITAL SURPLUS 

Balance—July 1, 1948 ._._.._._.. $1,210,091.64 

Deduct: Excess of cost.of 22,800 shares of Common Stock 
acquired for Treasury over par value of $1.00 
per share ...._._ 182,322.57 

Balance-June 30, 1949 .......... $1,027,769.07 


See Notes to Financial Statements which are an integral part hereof. 
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1. The Federal Income and Excess Profits Tax Returns of the Company have been 
examined by the United States Treasury Department up to and including the 
returns for the fiscal year ending June 30, 1946. Additional taxes claimed by 
the Treasury Department as a result of such examinations have been paid or 
accrued. The Federal Income Tax Returns for the fiscal years ending*June 30, 
1947, 1948 and 1949 are subject to final determination by the Treasury Department. 

2. On July 11, 1946, the Company made a long term loan of $2,000,000.00 from its 
banks, maturing in 1954, with interest at 2% per cent and semi-annual installments 
of $100,000.00 each, with a final settlement of $500,000.00. The terms of the loan 
provide, among other things, that as long as the unpaid balance of the loan shall 
exceed $1,000,000.00 the Company shall maintain a consolidated working capital 
of $3,500,000.00 and $3,000,000.00 if the unpaid balance of the loan shall be 
less than $1,000,000.00. 

3. The Company is contingently liable under three leases, one expiring in 1950 and 
two expiring in 1951, sublet to others at the same rentals provided in such leases. 
The aggregate minimum annual rental of the three leases was $10,200.00 as at 
June 30, 1949. 

4. The Company has filed an application for relief under Section 722 of the Internal 
Revenue Code with respect to its excess profits taxes covering the period from 
July 1, 1940, to June 30, 1942. Since these claims have not yet been passed upon 
by the Treasury Department, no consideration has been given to such possible 
refunds in the financial statements submitted herewith. 

5. Under the caption "Notes Receivable" on the Balance Sheet is included an item 
of $190,000.00, due from Glamor Shops, Inc., represented by 19 interest bearing 
notes of $10,000.00 each, payable monthly, of which 12 notes aggregating 
$120,000.00, are due currently. The original amount of this indebtedness was 
$400,000.00. Mr. Harold Levin, a former officer and director of the Company and 
his wife Denia Levin, own the entire Capital Stock of Glamor Shops, Inc., with 
the exception of 1,000 shares of Preferred Stock which is owned by Mr. Frank 
Rubenstein. Such notes arose in satisfaction of amounts formerly due from Glamor 
Shops, Inc., for merchandise purchased by the Company for their account under 
a purchasing arrangement now cancelled, since Glamor Shops, Inc., are now 
purchasing their requirements directly. 

6. Since the end of the fiscal year, two department lessees, indebted to the Company, 
are in the process of affecting a creditors compromise and extension. Arrangements 
are pending whereby the Company will realize the entire amounts due. 
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To the Board of Directors, 

Franklin Stores Corporation: 

We have examined the consolidated balance sheet of Franklin 
Stores Corporation and its subsidiary companies as of June 30. 
1949, and the statements of consolidated profit and loss and sur¬ 
plus for the year then ended; have reviewed the system of internal 
control and the accounting procedures of the companies and, 
without making a detailed audit of the transactions, have ex¬ 
amined or tested their accounting records and other supporting 
evidence by methods and-to the extent we deemed appropriate. 
Our examination was made in accordance with generally accepted 
auditing standards applicable in the circumstances and included 
all procedures which we considered necessary. 

In our opinion, the accompanying consolidated balance sheet 
and related statements of consolidated profit and loss and surplus, 
present fairly the consolidated position of Franklin Stores Cor¬ 
poration and its subsidiary companies at June 30, 1949 and the 
results of their operations for the year then ended, in conformity 
with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 

I. J. SKOLNICK & CO. 

Certified Public Accountants 
551 Fifth Avenue, New York 


September 2, 1949 
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This Report to Stockholders, with accompanying accounts, is solely for 
the purpose of providing statistical information. It is not a representa¬ 
tion, prospectus or circular in respect of any stock or security of any 
corporation, and is not transmitted in connection with any sale or offer 
to sell or buy any stock or security now or hereafter to be issued, or 
with any preliminary negotiation for such sale. 


Printod by 

Joo Pottontino litho Co.. 


N. Y. 








